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SUBJECT: FOREIGN EXCHANGE SCANDAL 

1 . DURING COURSE OTHER BUSINESS, EMBOFF DISCUSSED BRIEFLY SCANDAL 
WITH CENTRAL BANKS DIRECTOR OF BANKING OPERATIONS OTITI. IN 
RESPONSE TO QUESTIONS, OTITI DEBUNKED MEDIA ACCOUNTS THAT AT 
LEAST NAIRA 1 BILLION (DOLLARS 1.53 BILLION) HAD BEEN LOST THROUGH 
ILLEGAL FOREIGN EXCHANGE DEALINGS, SAYING THAT FIGURE WAS FICTITIOUS. 
ALTHOUGH HE ADMITTED THAT HE DID NOT YET KNOW EXACT AMOUNT LOSSES, 
OTITI INFERRED THAT ACTUAL LOSSES WERE WELL UNDER NAIRA 1 BILLION. 

2. EMBOFF ASKED IF CENTRAL BANK WOULD HOLD ANY PRIVATE BANKS 
LIABLE FOR EXCHANGE LOSSES CAUSED BY PRIVATE BANK APPROVAL OF 
FRAUDULENT DOCUMENTS. NOTE - MANY INDIGENOUS BANKS HEAVILY IN- 
VOLVED IN SCANDAL OWE LARGE SUMS TO U.S. BANKS THROUGH NORMAL 
CORRESPONDENT CHANNELS. IF LOCAL BANKS HELD LIABLE FOR EXCHANGE 
LOSSES, UNDOUBTEDLY MOST WOULD GO UNDER AND FORFEIT DEBTS. 

U.S. BANKS, E.G., CHASE AND FIRST NATIONAL BANK OF CHICAGO, 

OBVIOUSLY CONCERNED. END NOTE. 

OTITI SAID POWER TO DETERMINE LIABILITY RESTED SOLELY WITH 
EXCHANGETRIBUNAL. HOWEVER, HE WAS CERTAIN THAT BANKS AS LEGAL 
ENTITIES WOULD BE HELD RESPONSIBLE ONLY IF PROSECUTION COULD 
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PROVE THAT FRAUD WAS DELIBERATE BANK POLICY, I.E., BURDEN OF 
PROOF LAY SQUARELY ON TRIBUNAL , NOT ON BANKS. OTITI COMMENTED 
THAT IT WAS HIGHLY UNLIKELY THAT A BANK'S BOARD OF DIRECTORS 
WOULD DO SUCH A THING, IF FOR NO OTHER REASON THAN SECRETS CANNOT 
BE KEPT IN NIGERIA WHEN KNOWN BY MORE THAN ONE PERSON. 

3. COMMENT: EMBOFF LEARNED THAT ANYONE HAVING ANY BUSINESS WITH 
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BANKING OPERATIONS BRANCH HAD TO SEE DIRECTOR OTITI FIRST. 

POLICY OF TIGHTLY CONTROLLED ACCESS IN EFFECT SINCE SCANDAL BROKE IN 
SUMMER AND HELPS EXPLAIN TARDINESS AND GROSS INEFFICIENCY OF 
CENTRAL BANK OPERATIONS. 

4. RELATED SUBJECT: WAVE OF ARRESTS. RESIGNATIONS AND DISMISSALS 
THAT HAS DECIMATED CENTRAL BANK PERSONNEL AND HAS NEARLY PARALYZED 
ITS OPERATIONS BEING REPAATED IN SEVERAL INDIGENOUS BANKS. FOR 
EXAMPLE, ALL OFFICERS IN LAGOS OFFICES OF AFRICAN CONTINENTAL 
BANK EXCEPT MANAGING DIRECTOR HAVE PERMANENTLY LEFT BANK IN PAST 
THREE MONTHS. FACED WITH INCREASINGLY UNSTABLE BANKING CONDITIONS, 
U.S. BANKS CONSIDERING CUTTING BACK ON CORRESPONDENT RELATION- 
SHIPS WITH SEVERAL LOCAL BANKS WHICH WILL TEND TO DEPRESS GROWTH 
PRIVATE FOREIGN EXCHANGE CREDITS NEEDED FOR TRADE EXPANSION. 

WYMAN 
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